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October 11, 2007

President

Willie Calderwood Representative Geri Huser

Cedar Valley Corp. 213 Seventh St. NW

Waterioo Altoona, JIA 50009

Sr. Vice President Dear Representative Huser:

Todd Peterson

Peterson Contractors, Inc.

Reinbeck On behalf of the Associated General Contractors of Iowa I want to commend you for your
service on the TIME 21 funding study committee. In addition, AGC of Jowa commends the

Vice President legislature for passing and Governor Culver for signing the TIME 21 policy bill last spring.

Tony Manatt Adoption of these policies in a bi-partisan manner recognizes that the road use tax fund needs

‘I’)":‘;‘:t‘:"g Quarries, nc. more revenues and that those new revenues must be spent in a strategic manner designed to
accomplish the most we can within realistic means to repair and expand our aging highway
and bridge infrastructure. Your task is to sort through a variety of funding sources to

gzg;er:agﬁ:fs"rer determine their appropriateness and impact on Iowa’s driving public and make what we hope

Cramer & Associates, Inc. will be a bi-partisan recommendation to the next session of the legislature.

Grimes :
The AGC of Iowa does not ask for increased fees and taxes on users of Jowa highway system

Past President without being satisfied that all other options have been exhausted. That is why we advocated

ggceféizg‘:’ucﬁon, co.m. 2 end of diversions from Iowa’s road fund for non-transportation purposes. As a result of the

Spencer legislature’s work between 1995 - 2000 nearly $118 million of annual diversions were
permanently restored to the RUTEF.

Executive Vice President '

Dianne C. Trout, CAE Beginning in FY 01 we started working closely with the Department of Transportation to

gic J;'r“’:’: identify cost saving measures at the administrative level which resulted in lower overhead

costs and personnel numbers. Those savings resulted in more money available for
construction and maintenance. AGC/I believes the Iowa Department of Transportation has
done more self-analysis on achieving cost savings over the years than any other state
department. '

Despite all the previously mentioned legislative and department actions it started becoming
apparent in late 2001 that the RUTF revenues were not projected to keep up with construction
and maintenance needs as well as construction costs. AGC/I specifically stated to the DOT
that before tax or fee increases be sought that the recipients of the road fund — state, counties,
and cities - must work together for better integration and cooperation in administering our
road and bridge system and that policies be pursued to make the system more efficient.

The result was the establishment by the department of the Road Use Tax Fund Study
Committee made up of two IDOT officials, two county engineers and two city engineers. The

department requested that AGC/I and the Iowa Good Roads Association facilitate the
meetings.

The. Public’s Partiren in Bucitding Jowa's Highusay, Bridge. and Municipdll Utility Inpastuacture



Over the course of 2002 numerous meetings were held which resulted in the committee recommending to the
legislature a proposal to:

o Transfer jurisdiction of over 700 miles of state roads to local governments

e Transfer of farm to market extensions to the counties

e Allow greater flexibility for counties to initiate changes in road classifications
Those recommendations were adopted by the 2003 general assembly. In addition to the “three legs of the stool”
working together to achieve consensus on those proposals it set the framework for the state and local
governments to begin analyzing the future financial viability of the RUTF.

In 2005 the legislature, too, was becoming aware that revenues to the RUTF were not keeping up with inflation.
That year they passed H.F. 868 requiring IDOT to study the projected construction and maintenance needs of
the state, counties, and cities and make recommendations concerning the revenues necessary to support those
needs. The mandated study was to be completed by December 31, 2006.

The department commenced this study in the spring of 2005 and used the existing Road Use Tax Fund Study
Committee to assist in the analysis of the needs and to make recommendations to the department. AGC/I and
the JTowa Good Roads Association were asked to continue as facilitators.

As a facilitator I repeatedly told the committee that to make recommendations to cover all the needs was not
feasible. The challenge was to identify those needs that have the most dramatic impact in improving the system
at a cost that could be absorbed as easily as possible by the users of the system. While the committee identified
$27 billion in unmet needs over the next twenty years based on the current revenue stream, $4 billion was
determined to be the crucial investment number. Therefore, they recommended the $200 million per year TIME
21 account to address a 20 year time line. The committee identified a number of funding options, but did not
make specific recommendations as to adoption of one over the other or a combination of several.

You have indulged me in this letter by reading a recount of over a decade of previous activity. Idid so because
AGC/1 does not recommend increases in fees and taxes lightly. But we believe now is the time to ask the
driving public to bear the increased costs of constructing and maintaining a system they use every day.

AGC/I is going to give you some specific scenarios for you to consider as you seek to develop a funding
proposal. The following are based on information we have sought from IDOT and I am sure it can be
independently verified by the Fiscal Services Division.

While some are concerned about the “politics” of increasing the gas tax the following chart shows the annual
impact of raising all the new money through only a gas tax increase. The national average vehicle drlves
13,000 miles annually and that vehicle averages 20mpg in fuel economy.
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Even if the sole source of funding to achieve $200 million immediately is a 9 cent fuel tax increase, the impact
per driver averages $58.50 in increased cost of gas over the year. That 9 cents is a 3.6% increase in the cost of
gas when it is $2.50 per gallon.

As you know there are other sources in addition to or as an alternative to gas taxes. Those outlined in a few
selected combinations are in scenarios 1 thru 5. As you can see if a gas tax is not a part of the mix (scenario 1)
you won’t get to $200 million in new money even in ten years. Scenarios 2 and 3 do get there in 5 or 10 years.
Scenarios 4 and 5 get there in two years.
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A point AGC/I wishes to emphatically make clear is that if you go beyond three fiscal years to get to $200
million new dollars you will seriously impair the ability to do anything meaningful before we begin to get
devalued with any form of inflation. Secondly, you may consider doing something less than averaging $200
million per year over the next twenty years. I can assure you that a great deal of thought went in the $200
million figure. It can make a difference to the driving public. Anything less will not bring about the corrldor
expansions or safety improvements in a timely and more cost effectlve manner.

Therefore AGC/I believes some form of gas tax increase is necessary. We believe it has the lightest financial
burden on the public and the polling we have shared with you earlier shows the more information people have
about road needs the more likely they are to support an increase.

The poll showed Iowan’s are much more likely to support increased revenues if they know the money is
constitutionally protected. As you know use tax is not constitutionally protected. AGC/I suggests that you
research the feasibility of eliminating the use tax on vehicles subject to registration and replace it at the same
percentage amount with some type of fee such as “license or registration fee to purchase” that may indeed give
it constitutional protection. This could be done statutorily without changing the constitution, but have the effect
of having it covered by current constitutional language. While we do not know if this is feasible, we do know
Iowans like their road money to be protected and a constitutional amendment would not be necessary.

None of the scenarios I have provided include the additional penny of use tax should SILO be enacted. This is
* not because we are not aware that this raises $54 million for the road fund, we just don’t know at this point if
there is strong bipartisan support to do this. If the legislature independently enacts this you can consider
reducing this mix by that amount. ‘

- Or if the legislature does not do SILO you may want to consider extending the use tax which is 5 cents in all
local option jurisdictions to 6 cents like all other sales in that area. This will generate significant funds although
we do not have an exact figure yet. I suggest you not dedicate that locally but rather it should go to the RUTF.
Most local jurisdictions will get more back through the RUTF than what it raises locally because car sales are
not evenly distributed around the state.



Finally AGC/I discourages the use of tolling or bonding as a source of funding (unless it is an interstate bridge
with the bonds paid by tolls). Use of tolling in Iowa would create a costly administrative apparatus and cost
Iowans much more annually than a rise in the gas tax. Bonding gets a few big projects done right away and
leaves less available money for the maintenance of those projects or any other road in the state. “Pay as you

g0” has served Iowans well when it comes to roads and bridges and should continue to be the underlying basis
of highway investment.

Thank you for consideration of our views. AGC/I stands ready to assist you in any manner request during your
deliberations.

Sincerely,

S D, //Mzw/

Scott D. Newhard
Vice President for Public Affairs

cc: Anna Hyatt Crozier
House Democratic Caucus Staff



